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SUBJ: DRESSER INDUSTRIES NEGOTIATIONS ON ROCK DRILL BIT 
PLANT CONCLUDE WITHOUT AGREEMENT 

USDOC FOR BEWT/TDAD 

1. ON AUGUST 6, R.B. HYDE, PRESIDENT OF DRESSER INDUSTRIES' 

OIL FIELD PRODUCTS DIVISION, ADVISED COMMATT THAT HE AND HIS 
NEGOTIATING TEAM WERE RETURNING TO HOUSTON WITHOUT REACHING 
AGREEMENT WITH SOVIETS ON ROCK DRILL BIT PLANT CONTRACT. 

DURING TEN DAYS OF NEGOTIATIONS WITH SOVIET TEAM, DRESSER 
REACHED FULL AGREEMENT ON ALL TECHNICAL ASPECTS OF CONTRACT. 

IN ADDITION, AGREEMENT WAS REACHED ON PRICE OF MOST. IF NOT 
ALL, OF EQUIPMENT TO BE SUPPLIED FOR PLANT. TWO SIDES WERE 
FAR APART, HOWEVER, ON SIZE OF DRESSERS' FEE FOR ITS TECHNOLOGY 
AND ITS SERVICES IN PUTTING ENTIRE DEAL TOGETHER. THIS FEE, 

AS FAR AS DRESSER IS CONCERNED, SHOULD BE ABOUT DOLLARS 40 
MILLION. OR ABOUT 10 PERCENT OF THE TOTAL VALUE OF CONTRACT. 

2. COMMENT: SOVIETS WERE APPARENTLY SHOCKED WHEN DRESSER TEAM 
"WALKED AWAY" FROM TABLE, AND WE WOULD NOT BE SURPRISED IF 
THIS ACTION HAD DESIRED IMPACT ON SOVIETS. GIVEN SIZE OF THIS 
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TIME TO REFLECT ON TALKS TO DATE PRIOR TO SIGNING CONTRACT. 

IN ADDITION, THEY DO HAVE COMPETING OFFER (FROM REED TOOL OF 
DALLAS) WHICH THEY WILL WANT TO EVALUATE SIDE-BY-SIDE WITH 
DRESSER'S PROPOSAL. DESPITE DRESSER'S FAILURE TO REACH AGREE- 
MENT DURING LATEST ROUND OF TALKS, PROSPECTS STILL SEEM VERY 
GOOD THAT THIS CONTRACT WILL BE LET SHORTLY AND THAT IT WILL 
GO TO ONE OF TWO U.S. FIRMS. DRESSER HAS BETTER REPUTATION IN 
USSR (PARTLY BECAUSE OF REED’S PREVIOUS FINANCIAL DIFFICULTIES, 
WHICH ARE APPARENTLY WELL KNOWN TO SOVIETS), AND SEEMS LIKELY 
WINNER IN THIS COMPETITION. 

3. IT IS OF INTEREST TO NOTE THAT IF PROPOSED PLANT IS BUILT, 

IT WILL BE UNIQUE IN WORLD PRACTICE. REFLECTING THEIR LACK OF 
FAITH IN THEIR OWN INTERNAL SUPPLY SYSTEM, WHICH IS QUITE 
JUSTIFIED, SOVIETS HAVE INSISTED THAT ALL ASPECTS OF ROCK DRILL 
BIT PRODUCTION MUST BE CONCENTRATED IN ONE LARGE ''COMPLEX." 

THIS HAS MEANT THAT DRESSER (AND REED AS WELL) HAS BEEN OBLIGED 
TO OO TO ITS SUPPLIERS OF METALS, CHEMICALS LUBRICANTS, ETC. 

AND OBTAIN THEIR AGREEMENT TO SUPPLY NECESSARY TECHNOLOGY, AND 
SOMETIMES EQUIPMENT, FOR SOVIET PLANT. NATURALLY, COST OF THIS 
GENERAL CONTRACTING TYPE WORK IS REFLECTED IN DRESSER'S PRICE, 

A FACT WHICH SOVIETS FIND DIFFICULT TO ACCEPT. 
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